puBLi 
MAY 2 81954 


gece. IES 


cle 


z ay, 1954 


= 
8) RB AW NEWS AND TRENDS... 
me N 0 os IN CITY DEVELOPMENT 


PUBLISHED BY URBAN LAND INSTITUTE 
A NEW LOOK AT SHOPPING CENTERS 
By Robert H. Armstrong, 
Economic Analyst and Real Estate Appraiser, New York City 


Volume 
) Thirteen 


Number 
Five 


Editor’s Note 


In this article, Mr. Armstrong takes a look at shop- 
ping centers. He focuses his gaze intently on the 
branch department stores. With diagnostic insight, 
he points to the word “caution” as being a key for 
the entrepreneur in shopping centers. In this, he 
echoes what has always been the first rule of pro- 
cedure advanced by the Community Builders’ 
Council. 

Mr. Armstrong’s article lends emphasis to the im- 
portance of trade area characteristics in a shopping 
center proposal. He also gives us some valuable 
specific information on sales volumes needed to sup- 
port rentals. He adds to our knowledge by pointing 


marks about consumer expenditures are true, but, as 
he applies their impact to the central city depart- 
ment store, his remarks should be interpreted as 
being his own opinion. 

Robert H. Armstrong is an economic analyst and 
real estate appraiser of repute. He is senior part- 
ner of Armstrong Associates of New York City. His 
firm acts as consultants to department stores, banks, 
insurance companies, and industries. He is the 
author of numerous articles on business and eco- 
nomic conditions that have been published in lead- 
ing national magazines. He is also a member and 
director of many prominent real estate associations 
and economic societies. 


out ways in which important financing can be ar- 
ranged, particularly as applied to branch stores in 


In presenting Mr. Armstrong’s article, URBAN LAND 
is privileged to add to its literature about department 


times of high construction costs. 


Now that the post war shopping cen- 
ter boom has passed its adolescence and 
youth, so to speak, it is probably time 
to take a new look to see just where 
we are, and where we are going. It 
may not be so realized, but establish- 
ing branch stores is a major operation 
for most retailers, requiring financial 
commitments far beyond the ken of the 
average person. 


Building Costs 


The cost of store building is but a 
small part of the story of branch store 
operation. In general, buildings today 
cost from $14 to $18 per square foot for 
the main department store, and from 
$11 to $13 per square foot for the 
smaller stores. In addition to the cost 
of the structure the larger store, gen- 
erally the bellwether, will spend from 
$5 to $7 per square foot on fixtures. 
Moreover, stock will unquestionably 
cost $10 a square foot or more, receiv- 


The author’s re- 


ables will run to some $10 a square 
foot, and beyond this funds must be 
furnished for the payment of salaries 
and wages, etc. So the total cost of 
opening a new department store will 
easily amount to $40 or $50 per square 
foot. Whether a department store 
finances itself in its entirety, or rents 
its store from a private entrepreneur 
and borrows from the banks for work- 
ing capital, the obligations, interest- 
wise, to support the entire financial 
structure add up to a not inconsider- 
able sum. 

It is a known fact that several shop- 
ping centers have been taken over by 
the insurance companies that financed 
them. A few other centers are just 
hanging on, though it was thought from 
the beginning that they most certainly 
would succeed. All of this is not to 
say that shopping centers are unsound; 
most of them are, but some probably 
are not. Some units which most cer- 
tainly were expected to succeed are 


stores and shopping centers. 


apparently falling by the wayside, 
while others with poor planning and 
not well conceived seem to be succeed- 
ing far beyond all expectations. 


Prerequisites 


An examination of the most impor- 
tant prerequisites for successful 
ters may be in order at this 
Briefly stated, they are as follows: 


cen- 
point. 


1. Definition of trading area, or area of 
radius draw. 

2. Population by families and individ- 
uals—quantitatively and qualita- 
tively—and by various income 
groups within the trading area. 

. Measurement cf consumer expendi- 
tures. 

. Breakdown of consumer expendi- 
tures by types and amounts. 

5. Survey of present shopping fac?’ - 
ties. 

3. Time and distance measurements of 
present shopping facilities as related 
to the site of the proposed center 

(Continued on Page 3) 
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Plan-itorical . . . 


The City Fights Back 


There are those who ask “Are our cities dying?” This question could be 
summarily dismissed as foolish question number one. The question arises only 
because there is confusion in the minds of those who see only growth in the 
suburbs and who overlook what is happening downtown. But despite traffic 
congestion and delays experienced in central parts of cities, the city is here to 
stay and it is making a virile fight to operate that way. Trouble arises only 
when new suburban areas are not related to older central areas. Downtown 
areas and suburbs are dependent on each other. It is logical to develop both 
as population increases and as needs of the increased population become greater. 





The Central Business District Council’s Book 


The Central Business District Council has put together its own experience 
with solutions to city problems and it has surveyed the action taking place in 
This material is now offered in book form. This book has 
been compiled and edited for the Council by the well-known writer and 
journalist, Hal Burton. The City Fights Back will be off the press and ready for 
sale, June 15. 


American cities 


In the preface to this book, Boyd Barnard, Chairman of the Central Business 
District Council, says in part: 


“The American city is the remarkable product of a growing country, a symbol 
of national vitality which, like any human being, changes steadily with the 
passing of the years. In a human, growth and change are accepted as normal. 
Because we know so much about ourselves and so little about our cities, growth 
and change in an urban center all too often leads us to pessimistic speculation 
about the future. Change is frequently confused with decay: congestion is 
equated with civic disaster; the growth of suburbs, product of America on the 
move, is patly described as ‘a flight from the city’.” 


Saturday Evening Post Articles 


The Saturday Evening Post has thought so well of this new book that it is 
publishing a series of feature articles based on The City Fights Back. Hal 
Burton writes the three articles. The first will appear in the Post of June 5. 
Subsequent issues will appear June 12 and June 19. Be sure to see, get and 
read the Post for these weeks. 


Copies of The City Fights Back, including your order for one or more copies, 
can be reserved now at the prepublication price of $4.50 by writing directly to 
the Urban Land Institute. 


Crowded Streets 


The Council’s book, while it was in manuscript form, had been called 
But it was the opinion of the publisher, Citadel Piess of New 


York City, that the title, though appealing, was not descriptive of the contents. 
So Crowded Streets became The City Fights Back. 


rodeo C+ + 
Crowde d WLI EELS. 


Crowded Streets is the title used to describe ULI’s current competition in 
public transportation. This competition is also sponsored by the Central Busi- 
ness District Council and was announced on March 3 (see URBAN LAND, Febru- 
ary 1954.) The interest in the competition and its timeliness is evidenced by the 
wide publicity in trade papers, magazines, and newspapers since the contest’s 
announcement. To recall, the competition is designed to accomplish two pur- 
poses: (1) to stimulate development of plans and programs that will effec- 
tively persuade shoppers and workers to use public transportation more widely, 
thereby relieving downtown traffic congestion without spending large sums for 
construction of new freeways, for widening of streets, or for building costly 
new off-street parking facilities; (2) to free public funds for necessary urban 
conservation and redevelopment, 


As a reminder: to be eligible for an award, an entry must be postmarked o1 
delivered to ULI not later than October 1, 1954. 
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PHILADELPHIA FOLLOWS U.L.I. 
RECOMMENDATIONS 


In January, 1951, a Panel of the 
Urban Land Institute conducted an in- 
tensive study of the Triangle area in 
downtown Philadelphia, and made rec- 
ommendations for its redevelopment. 
The abandonment of the Pennsylvania 
Railroad’s Broad Street Station and 
the “Chinese Wall” of trackage made 
this extensive area of the old city ripe 
for reconstruction. 

Recent reports from Philadelphia 
show that the U.L.I. panel sessions 
were fruitful. A 20-story office build- 
ing is now under construction on the 
site of the old Broad Street Station, and 
a new multi-story hotel has been an- 
nounced for construction nearby. Also 
the Philadelphia Redevelopment Au- 
thority has started to acquire land in 
the area which, after clearance, will 
be sold to private interests for a large- 
scale apartment house project. 

All of these developments are in ac- 
cord with the U.L.I. recommendations 
for the best utilization of the Triangle. 


MUNICIPAL PARKING 


Missouri’s Supreme Court has upheld 
the right of the City of St. Louis to 
issue $500,000 of bonds for off-street 
parking facilities. The Court also said 
the City has the right to operate the 
parking facilities if no acceptable bids 
are received from private operators. 
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A NEW LOOK AT SHOPPING 
CENTERS 


(Continued from Page 1) 


and the location of the prospective 

trading population. 

. Estimates of present and probable 

future competition with proposed 

center. 

8. Traffic arteries; road and highway 
patterns and the manner in which 
they will effect the area of radius- 
draw. 

9. Bus and other public transportation 
facilities. 

10. Parking facilities. 

11. Topography of proposed location. 

12. Architectural design and layout. 

13. Desirable area of each store. 

14. Quality of construction. 

15. Financial responsibility of builders 
and promoters. 

16. Plan of tenant organization. 

17. Land area available for future ex- 
pansion. 

18. Cost of construction. 

19. Rentals, both minimum and percen- 
tage to be paid by each store. 

20. Tenants—types and quality—bal- 
ance between various. kinds of 
stores. 

21. Estimates of sales per square foot of 
selling space for each store. 

22. The cost of operaticns—taxes, man- 
agement, etc. 

23. Net income estimated after deduc- 
tion of operating expenses from 
minimum rentals and_ percentage 
rentals—projected for five years. 

24.The quality and kind of manage- 
ment of the center. 

25. Break even point of center, with in- 
dication where profit at percentage 
begins, as measured by sales vol- 
ume. 

26. Financing costs—interest and amor- 


~] 


tization—as related to the net in- 
come of projected center. 

27. Assessment of the ability of the 
management of major and minor 


tenants to finance and operate their 
various stores. 

28. Estimates of cost of operation of 
each store from each tenant’s view- 
point, as related to sales. 

29. Relationship between main stores of 
principal tenants and their branches. 


Trade Area 


It has been my experience that one 
of the primary errors incurred by both 
stores and the promoter of shopping 
centers lies in the overestimation of 
the trading area. Of course, if a man 
owns a plot of ground at a crossroads, 
an optimistic market analysis might 
help him to attract stores to his pros- 
pective shopping center; however, trad- 
ing areas will vary greatly for differ- 
ent types of stores. For Sears Roebuck 


mail order department, the trading 
area can well consist of the entire 
Urban Land 


United States; for a supermarket, from 
a half-mile to a mile and a half or two 
miles may be the only trading area 
which should be considered. In the 
case of regional shopping centers, the 
trading area must be re-examined with 
care because purchases from 50, 25, or 
even 10 miles distant may be woe- 
fully few. Indeed, until shopping cen- 
ters have at least a decade of experi- 
ence behind them, the estimation of 
trading areas certainly should be made 
with extreme conservatism and caution. 

While there have been few defini- 
tions of trading areas, they probably 
may be termed as those areas of land 
containing either a residential or a 
business population (or both) which 
would trade or buy from a store or 
stores at a given location. In fact, this 
definition should probably be refined; 
it would be more correct to say that 
the trading area, or to use another 
term, the area of radius-draw, is rep- 
resented by the area within a given 
perimeter from which a store or stores 
can hope to attract some ninety or 
ninety-five percent of their business. 
If some of our large and small shop- 
ping centers go sour in the future then 
the major factor of their decline will 
undoubtedly have been the overesti- 
mation of the trading area from which 
the stores and the shopping centers 
hoped to draw business. 


Consumer Expenditures 


Consumer expenditures which are 
available for retail sales are repre- 
sented by the amount of money a fam- 
ily has left after the payment of taxes, 
rent, or housing costs, transportation 
and communication, savings, and pos- 
sibly a few other minor items. Un- 
fortunately, a shopping center can not 
create consumer expenditures, it can 
only intercept them on their way to 
the location where they were spent 
originally. So, when two square feet 
of store space are placed within the 
market area where only one square 
foot existed previously, something must 
definitely “give” sooner or later, unless 
a population increase is occurring at a 
rapid enough rate to create a demand 
for the new store space. 

Evidence of the impact of shopping 
centers on the central city store be- 
comes clear if we will only consider 
what has happened since World War II 
and is continuing to happen. In recent 
years stores such as the following have 
gone out of business in the central city: 
Loesers in Brooklyn, The Boston Store 
in Chicago, Frank & Seder in Philadel- 
phia, Capwell & Sullivan & Firth in 


Oakland, Goerke in Newark, Batter- 
mans in Brooklyn, Frank & Seder in 
Detroit. It was announced only a short 
time ago that the Wise-Smith store in 
Hartford also would close. Many cen- 
tral city department stores no longer 
require the volume of space that they 
did formerly and tightening of belts in 
the central city is evident on a nation- 
wide basis. In terms of constant dol- 
lars, many cities have seen a decline of 
their business in recent years. Con- 
stant dollar-wise Manhattan sales have 
decreased practically 20% since 1948— 
a period of about 5!2 years—while con- 
versely the business of Nassau County 
may increase from 1,000 to 1,500% over 
the 1948 figure by 1960. 

The merchant in today’s market is 
truly between the devil and the deep 
blue sea when it comes to branch op- 
eration. If he sits tight he is pretty 
sure to see his competitor open 
branches in and about the suburbs and 
thus take awav business from his main 
store. If he elects to open branches 
himself, he certainly will cause his 
main store business to decline. How- 
ever, present day trends must be recog- 


nized; it is impossible to turn back the 
clock. 
Department Stores 
With respect to department stores 


there is often the problem as to whether 
to locate in the center of a busy thriv- 
ing suburb or nearby satellite city, or 
to go out into the open space and put 
a store in a mammoth shopping center. 
There is no one answer that can be 
given to this problem because all com- 
munities and areas differ from each 
other. However, in a national survey 
of shopping centers which Armstrong 
Associates has just completed it was 
found that very few department stores 
in outlying shopping centers had sales 
of more than $70 per square foot of 
selling space. Many stores, even those 
in operation for two or three years, 
were doing business at the rate of from 
$50 to $65 per square foot. Some chain 
stores were found that were not doing 
much more than $25 or $30 per square 
foot on an overall basis. On the other 
hand, department stores on suburban 
main streets or near to the center of a 
satellite city had much higher earnings 
per square foot of selling space than 
did the stores in hinterland shopping 
centers. 

It may well be that the shopping cen- 
ter store will take a considerable pe- 
riod of time to develop to the full ex- 
tent of its potentialities, but the fact 
must be realized that $80, $90, or $100 
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per square foot of selling space is not 
likely to be in the cards for a depart- 
ment store for a long time to come. 

In general, few stores can devote all 


of their space to selling. There are, 
naturally, areas given over to storage, 
stock, repairs, wrapping, for offices and 
A fair proportion, by and 
large, is two-thirds selling area and 
one-third non-selling area. Stated dif- 
ferently, a department store of 100,000 
square feet would have selling space 
of some 65,000 to 70,000 square feet. 
At this point it might be well to re- 
mark that if any department 
plans to carry a full line of goods it 
will need a total store area of 150,000 
to 200,000 square feet. Also, regardless 
as to size of store too much emphasis 
can never be placed upon the depth of 
selection provided by a store, or stores. 
This is one of the most vital factors to 


other uses. 


store 


insure a successful venture. 


Sales Volume to Support Rental 


To determine the sales volume which 
will be required to support a given 
rental is not a complicated task. If 
it is assumed that a parcel of land will 
cost $100,000 and a complete store of 
150,000 square feet will cost $16 per 
square foot to build, then the total cost 
of the store and land would be 
$2,500,000. To support this cost of 
$2,500,000, interest may be figured at 
5%, depreciation (overall) 214%, taxes 
2%, operating cost 1%, and manage- 
ment 4 of 1%—that is, a total of 
1012%. Of course, a private entre- 
preneur would want a bigger return 
than this and these figures will vary 
considerably for every property con- 
structed. However, they may be used 
here by way of example. The 10!2% 
then, on a cost of $2,500,000 would 
bring the real estate cost to $262,500 
a year. Ata rental of 3% a sales vol- 
ume of $8,900,000 would be needed to 
meet the annual real estate cost. As- 
suming that 100,000 square feet would 
be selling space, the sales volume on 
a square foot basis necessary to justify 
real estate costs would amount to $89. 

Contrary to public opinion, the mod- 
ern shopping center is not an easy road 
riches. The harsh and _ in- 
exorable economic laws of life do not 
permit the average shopping center to 
become a success without the invest- 
ment of a great deal of work and ef- 
fort and money, too. 

We have found that in computing the 
ratios between sales and construction 
costs that it is usually approximately 
312 to 1, though it may range all the 


to easy 
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way from 2%4 to 4. Stated differently, 
department store sales must, to justify 
a project, be somewhere from 234 to 4 
times the cost of the project. Costs, 
taxes, etc., will vary this amount 
greatly in different areas. Many pro- 
moters estimate their taxes extremely 
low, often from 12 of 1% to 1%. How- 
ever, to be on the safe side it is much 
better to estimate taxes at the local 
rate and nearly full value as repre- 
sented by costs, 
can be changed annually and the trend 
of suburban tax rates is ever upward. 


because assessments 


Financing 


While there are not many different and 
distinct methods of financing branch 
stores, nevertheless there are refine- 
ments, embellishments, adornments, 
and such variations in each method of 
financing as to make one deal almost 
unrecognizable from another. Briefly, 
financing can be done by the following 
methods: 


1. If a store has abundant net assets and 
a good cash position, it might be pos- 
sible to finance the deal without bor- 
rowing. However, if a store is going 
to borrow in order to establish a 
branch, it can finance it by— 


2. Paying rent, usually a minimum plus 
a percentage in either a shopping 
center or a suburban location, keep- 
ing both minimum and percentage as 
low as possible. It is suggested that 
there should always be a maximum 
es well as a minimum. Owners and 
builders may complain, but they will 
eventually agree to a maximum. 

3. A store can erect its own structure— 
or have someone else do it—and ar- 
range a leaseback deal with an insur- 
ance company or another investor of 
this type. In general, the leaseback 
is a satisfactory arrangement when 


small branches are considered but 
when they become full stores of 
about 125,000 square feet and up- 
wards carrying all major lines of 


goods, the leaseback may not be as 
advantageuus as it first wouid appear, 
4.A store can erect its own building 
and procure a mortgage—giving its 
bond—amounting to two-thirds of 
cost of construction; or a store can 
form a subsidiary corporation, which 
will lease the property at a high rent 
and on very favorable terms to itself. 
The subsidiary will then probably be 
able to obtain a first mortgage for 
nearly 100% of the cost of the prop- 
erty by having a favorable lease add 
to the value of the property. As is 
well known, the speculative builder 
often tries to borrow out some shop- 
ping centers. I do not believe there 
is anything wrong for a store to pur- 
sue the same course. It should be 
noted that a number of large chain 
department stores are now going into 
this type of operation more fre- 
quently than they have in the past. 


5. A store can increase its overall long- 
term mortgage debenture bond 
financing, or finance a branch project 
by means of a combination of long 
and short-term bank loans. Gener- 
ally speaking, if a company has sub- 
stantial assets, particularly real es- 
tate assets, the first mortgage on real 
estate is to be preferred to mortgage 
debenture financing for the simple 
reason that the restrictive covenants 
imposed by the latter type of deal 
can often be costly in the long run. 
It is true that the mortgage deben- 
ture bond will invariably carry a 
lower rate of interest than will a first 
mortgage, as the lender can require 
the borrower to keep at all times cer- 
tain reserves and to make no further 
financial commitments without its— 
the lender’s—specific approval. When 
a company goes to a lender and asks 
him to make changes in the agree- 
ment that may prove helpful to it— 
and even helpful to the lender—the 
lender will want, more often than 
not, his price in the way of a pen- 
alty—or a higher rate of interest. 

6. A sixth type of financing can be done 
through the issue of stock. But only 
the larger stores can do this and this 
type of operation is not easily con- 
summated, in any event. 


Leasebacks 


We have mentioned here the lease- 
back type of transaction. It has many 
good points and takes a company out of 
the real estate business and, after a 
period of twenty or twenty-five years, 
the lease can be renewed at a fraction 
of what it was originally. But let us 
look, for the moment, at the other side 
of the coin. Once the major proper- 
ties of a company are sold and a lease- 
back arrangement is entered into, the 
cash received is usually converted to 
stock and fixtures which will permit a 
greater expansion of sales activities. 
There remains no backbone or financial 
strength in a company once one of its 
strongest assets has been liquidated. 
Of course there are tax angles in these 
deals that need not be discussed here 
but it is often possible that long-term 
loans, or a combination of long and 
short-term loans, can often be pro- 
cured in almost the same amount that 
a leaseback deal will bring to a com- 
pany. It is advisable when possible to 
retain valuable assets in the form of 
real property. Some firms, whom we 
may say are branch-happy at the 
moment, may wish they had retained a 
substantial portion of this asset twenty 
years from now. Stripping a company 
of its tangible assets and converting 
them into a higher sales volume may 
prove to be costly if that volume de- 
clines for even a few years. 

To quote from an article, “The Im- 
provement of Small Business Manage- 
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ment”, published in February 1953 by 
the American Institute of Management, 
“Among the major temptations which 
affect the business decisions of many 
small firms, the Institute has found, is 
that of attempting to maximize earn- 
ing through the use of borrowed funds 
; As a basic rule, increasing short 
term debt, assuming funded debit, in 
order to accelerate growth in sales and 
earnings, is dangerous to a small com- 
pany ... Operating on borrowings is, 
basically, a form of gambling .. . Only 
if anticipated return is adequate in 
view of all conditions should invest- 
ment be considered.” 


Words of Caution 


Due to higher initial costs, federal 
and other taxes, and declining sales 
dollar net earnings, the investment risk 
factor in establishing suburban branch 
stores is more important than it was in 
yesteryear. So the “hunch” and “sixth 
sense” can no longer be the precision 
instruments with which the retailer can 
choose a new site. New and other 
formulas are required; it is. only 
through better techniques and meas- 
urements that the margin of risk can 
be diminished and the chances of suc- 
cess increased. It is essential that we 
remember that the best merchandisers 
can seldom overcome the handicap of 
poor locations, while good locations will 
offset many other kinds of merchandis- 


ing deficiencies, some of which may 
even be serious. 
The ready availability of funds to 


finance branch department stores and 
shopping centers can not in itself guar- 
antee success. There was a saying in 
real estaie circles a few years ago that 
some insurance companies “would lend 
on a hole in the ground if the credit 
was good”. 

I think there is one word of caution 
that should be mentioned at the pres- 
ent time, and it is that we are now at 
the crest of an economic cycle and if a 
downward readjustment occurs, it 
should not be too much of a surprise. 
Unquestionably, when the management 
of a store is faced with the problem of 
branch expansion, the one and only 
way to start is to first “get the facts.” 
That is a platitude which is a pre- 
requisite to the solution of all business 
problems—yet how often so many fall 
down in this respect. It is possible to 
determine costs, carrying charges, or 
the amount required in the way of rent, 
and it is possible to measure potential 
sales volume and the amount of sales 
which can take place in the ‘various 
departments of a new branch. We can 
know pretty accurately what our costs 
are going to be. So getting the facts 
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constitutes the best way- of 
trouble at a later date. 

The problem facing both the large 
and the small store is indeed difficult, 
but we must realize that 
dynamic economy in which those who 
can successfully meet the problems of 
today ... will find a substantial credit 
balance on their ledgers of tomorrow. 


avoiding 


ours is a 


CONTRIBUTIONS TO J. C. 
NICHOLS FOUNDATION FUND 


In order to put the important work 
of the J. C. Nichols Foundation on a 
stronger and more permanent financial 
basis, the J. C. Nichols Foundation 


Committee in April circularized the 
Directors and local Presidents of the 
National Association of Real Estate 


Boards and the National Association of 
Home Builders. This appeal solicited 
a contribution of five dollars a year for 
three years. The contributions are to 
be added to the Foundation Fund for 
awards and grants-in-aid to students in 
selected universities for graduate re- 
search on ways for improving 
munity life in the United States. 

The Foundation’s third grant-in-aid 
will shortly be made to a student of 
the University of California, Berkeley, 
which is sponsoring the ward for 1953- 
1954. 

The contributions of the following 
persons and firms who have contrib- 
uted to date are hereby gratefully ac- 
knowledged. Additional lists will be 
published from time to time: 


com- 


John H. Armbruster, Community Federal 
Savings and Loan Assn., St. Louis, Mo. 

David D. Bohannon, San Mateo, Cal. 

W. P. Bridges, Jackson, Miss. 

Fritz B. Burns, Los Angeles, Cal. 

E. L. Callahan, San Marino, Cal. 

Ronald J. Chinnock, Farr, Chinnock & Samp- 
son, Chicago, II. 

A. C. Colpaert, Colpaert Realty Corp., South 
Bend, Ind. 

Dolan Co., St. Louis. Mo. 

T.eon R. Edelstein, Babylon, N. Y. 

Finson & Oddstad, Inc.. Redwood City, Cal. 

Charlie F. Gilchrist, Wallace-Gilchrist & Co., 
Fort Worth, Texas 

G. A. Godfrey, National Home Shows, Inc., 
Dallas, Texas 

Edward G. Hacker, Lansing, Mich. 

Amos G. Hewitt. New Haven, Conn. 

H. Leslie Hill, Dallas, Texas 

Charles E. Joern. Wm. Joern & Sons, La 
Grange Park, IIl. 

Herbert F. Ketell, 
Portland, Ore 

Philip W. Kniskern, Philadelphia, Pa 

Chas. C. Koones, Koones & Montgomery Inc., 
Washington, D. C. 

Lansing Board of Realtors, Lansing, Mich. 

A. I. Madden, Des Moines, Iowa 

Nathan Manilow. Manilow Construction Co 
Inc., Chicago, Il. 

William M. Means, Moreland Properties, 
Charleston, S. C. 

Midwest Houses Inc., Mansfield, Ohio 

John McC. Mowbray, Baltimore, Md. 

Walter W. Neller, Lansing, Mich. 

Miller Nichols, Kansas City, Mo. 

George F. Nixon, Chicago, III. 

Roland Rodrock Randall, Philadelphia, Pa 

Maurice G. Read, Berkeley, Cal. 

— Rose, Edward Rose & Sons, Detroit, 
Mich. 

Saginaw Board of Realtors, Saginaw, Mich. 


Ketell Construction Co., 


Walter S. Schmidt, Cincinnati, Ohio 

Richard J. Seltzer, Philadelphia, Pa 

Charles B. Shattuck, Los Angeles, Cal. 

Daniel F. Sheehan (The Myers Y Cooper Co.), 
St. Louis, Mo. 

David B. Simpson, Portland, Ore. 

Earl W. Smith, El Cerrito, Cal. 

Ward A. Smith, Tacoma, Wash. 

Stackler & Frank, Woodbury Oaks, Inc., 
Hicksville, N. Y. 

— E. Staggs, Staggs-Bilt Homes, Phoenix, 
Ariz. 

Industrial Properties Corp., Dallas, Texas 

V. O. Stringfellow, Mutual Housing Co., 
Seattle, Wash. 

Lowell Walker, Southern 
Nashville, Tenn. 

Genevieve Weir, Parkville, Mo. 

Ben C. Wileman, City Development Co., Inc., 
Oklahoma City, Okla. 

F. Orin Woodbury, Woodbury Corp., Salt Lake 
City, Utah 

John R. Worthman, Inc., Fort Wayne, Ind. 


Development Co., 


Members of U.L.I. who would like to 
contribute to this worthwhile activity 
should mail their contributions to the 
Institute offices payable to the order of 
The J. C. Nichols Foundation of the 
Urban Land Institute. 





FRINGE PARKING 


Cleveland and Chicago successfully 
operate fringe parking. There appears 
to be a widening opinion that people 
will use fringe parking if the park- 
and-ride facilities are made attractive 
by location, operation, duration and 
cost. Shuttle buses between the fringe 
parking site and the downtown desti- 
nation can make transportation to 
working, business and recreation ac- 
tivities downtown far more convenient 
and comfortable than it is today. 

According to the Downtown Asso- 
ciation of Milwaukee, a January 1954 
survey of St. Louis’ operation of fringe 
parking through a_ park-ride 
developed these facts: (1) 2/3 of the 
shoppers and commuters using the 
park-ride bus service formerly trav- 
eled to downtown exclusively by pri- 
vate car; (2) 3/4 of the patrons arrive 
closer to their final destination than 
when they drive all the way down- 
town and (3) more than 1/2 the rush 
hour patrons and 71% of the shoppers 
used to pay more for parking alone 
than they now pay for the park-ride 
service. 

In 1948, the Institute’s Central Busi- 
ness District Council came to the con- 
clusion that where fringe parking and 
shuttle bus service has failed, it could 
be attributed primarily to one or more 
of the following reasons: 

1. Size of the city. The method does 
not appear to be generally feasible for 
cities of under a half-million popu- 
tation. 


service 


2. Lack of advance and continuing 
publicity and public selling. 

3. Indifferent or poor location of 
parking lots and routes with relation 
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to the origin of traffic and the retail 
district. 

4. Poor 
lots. 

5. Excessive fare for parking, shut- 
tle bus, or both. 

6. Infrequent service. 

7. Absence of two-way passenger 
load between opposing terminals with 
right of pick-up for short haul pas- 
sengers. This is a fundamental factor 
to the financial soundness of any serv- 
ice. Notable success has been achieved 
with shuttle service in Cleveland, 
where it has been in operation since 
1936. 


appearance of the parking 


In Print 


Parking as a Factor in Business. Special 
Report 11. Highway Research Board, 
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ington 25, D. C. 1953. (Published also 
as a series of parts), tables, maps, 
charts. 

Part I: Attitudes Toward Parking 
and Related Conditions in Colum- 
bus by C. T. Jonassen, Dept. of 
Sociology, The Ohio State Univer- 
sity. 

Part II: Economic Relationships of 
. Parking to Business in Seattle 
Metropolitan Area by Louis C. 
Wagner, Bureau of Business Re- 
search, University of Washington. 

Part IIIf: Relationship Between 
Downtown Automobile-Parking 
Conditions and Retail-Business 
Decentralization by William J. 
Watkins, Bureau of Research, Uni- 
versity of Michigan. 

Part IV: Central City Property 
Values in San Francisco and Oak- 
land by Paul F. Wendt, Bureau of 
Business and Economic Research, 
University of California. 

Part V: Trends in Economic Activi- 
ty and Transportation _in San 
Francisco Bay Area by David A. 
Revzan, University of California. 


The general purpose of this study 
was the development of factual infor- 
mation on the effect of parking diffi- 
culties and traffic congestion on the use 
of the automobile in urban areas with 
the consequent effect on retail trade, 
property values, the tax structure, and 
other economic factors. This study on 
parking as related to business activity 
was financed by the automotive and 
petroleum industries through the 
Automotive Safety Foundation, at 
whose request the Highway Research 
Board directed the project by drawing 
upon research staffs of four universi- 
ties for the detailed assignments. For 
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advice and steering, the study enlisted 
the services of an advisory committee, 
including the Urban Land Institute. 

Findings from the cities examined in 
the initia] phases of the study are pub- 
lished in the reports mentioned above. 
Concluding phases of the _ research 
project will explore national trends in 
shoppers’ attitudes and analyze the ef- 
fect of parking programs on travel 
habits and on sales of various lines of 
merchandise. Some of the findings 
from the investigations thus far are 
of great interest. 

The following factors largely shape 
shoppers’ attitudes: 

Downtown advantages: (1) greater 
selection; (2) ability to perform sev- 
cral errands on one trip; (3) cheaper 
prices. 

Downtown disadvantages: (1) diffi- 
cult parking; (2) crowded conditions; 
(3) traffic congestion. 

Suburban-center advantages: (1) 
proximity to home; (2) easy parking; 
(3) more convenient hours. 

Suburban-center disadvantages: (1) 
limited selection; (2) limited types of 
business establishments; (3) higher 
prices. 

In all the cities studied, the down- 
town district, while accounting for a 
major part of the dollar-sales increases 
recorded in the period 1939-50, fell off 
percentagewise from the standpoint of 
total sales in the metropolitan area. 
The decline was reflected in both con- 
venience-goods lines (drugs, groceries, 
etc.) and GAF (general merchandise, 
apparel and furniture), though more 
pronounced in the former. 

Shopping-goods sales in downtown 
Columbus, for example, represented 
94% of the city’s total in 1940; 90% in 
1950. In Detroit between 1939 and 1948 
the central business district’s share of 
the city’s retail trade dropped from 
26% to 20%; GAF sales narrowed from 
64% to 54%. Saies in Seaitie’s down- 
town section during the same period 
declined from 40% of the city’s total 
to 35%, with GAF sales down from 
69% to 63%. In San Francisco the 
city’s share of the Bay Area’s retail 
sales decreased from 51% to 44%, and 
in Oakland from 24% to 23%. 

The published parts of the study also 
show that the value of downtown 
property appears to be gaining, after 
the pre-World War II slump. Values 
in San Francisco have recovered to the 
peaks of the late 1920’s. In Oakland, 
the rally has not been consistent, but 
income from improved property is 
above the highs of the ’20’s. Mean- 
while, assessments downtown have re- 
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mained substantially below market 
values. In Seattle, assessment figures 
between 1929 and 1952 reveal the fol- 
lowing: the central business district 
down 27%, the retail core down 6%, 
the total city up 35%. 

The case studies in the five parts of 
the final report (published both sepa- 
rately and together) are not all inclu- 
sive, but the worthwhileness of the 
investigation pointing to parking as a 
factor in business cannot be ques- 
tioned. For only by such research 
through case studies will there be 
learned the facts that underlie the 
happenings. 

Some other tentative findings of the 
whole study are even more useful in 
indicating a measurement for parking 
in its relation to business activity. In 
this connection, shopping habits ap- 
pear to follow fixed patterns. The most 
important factors infiuencing these 
patterns are the length of the shopping 
trip and the selection range of the 
goods offered. However, there is a 
marked difference between the habits 
of shoppers using public transit and of 
private automobile users. Those of 
transit riders reflect the service pro- 
vided by the transit system to various 
shopping centers, particularly its fre- 
quency and extent. The more mobile 
auto shopper seems to conform to the 
principle of retail gravitation (see Ur- 
BAN LAND, Nov. 1953): that is, the 
drawing power of the shopping center 
is related directly to its size, and in- 
versely to the square of the distance 
from the center. 

Because of these different motiva- 
tions, a marked change in shopping 
habits has accompanied the spectacu- 
lar growth of automobile use. This 
shift from transit to private cars has 
had a substantial effect upon retail 
activities in the downtown district. In 
other words, the changing pattern of 
shopping due to greater mobility ap- 


pears tu have been a more importani 
factor in sales trends than parking and 
congestion. 


While suburban centers have af- 
fected downtown trade, the drawing 
power of the core business district is 
still strong. Many people living adja- 
cent to sattelite centers still make spe- 
cial shopping trips downtown. In com- 
parison, the pull of the suburban 
centers is small, in most cases the ma- 
jority of the trips being generated 
within two miles of the shopping 
center and more than half of these as- 
sociated with convenience goods. In 
fact, the maximum drawing power of 
suburban centers seems to be approxi- 
mately five miles. 


May, 1954 








